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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars) 


1990 


Population (millions) 

Per capita national income (dollars) 8,389 
GDP (current prices, 1985=100) 

GDP growth rate (percent) 5.0 
GNP (current) 

GNP growth rate (percent) 5.0 
Consumer Price Index (percent change) 3.4 


m 
Labor force (1,000) 
Unemployment (not seasonally adjusted) 
Industrial product. (% incrse, 1985=100) 
Government oper. deficit percent of GNP 
(Exchequer borrowing requirement) 


f Paymen 
Exports (FOB) 
Imports (CIF) 
Trade balance 
Current account balance 
Gross public sector foreign debt 
Debt-service cost (foreign interest 
& principal payments) 
Debt-service ratio as % of merchand. expts. 
Foreign exchange reserves (year end) 
(Official external reserves) 
Average exchange rate for year: 
(Irf 1 = $) 1.60 
($1.00 = Ir£) 0.60 0.63 


U.S. Trade 
U.S. exports to Ireland (FAS) 3,013 3,080 
U.S. imports from Ireland (CIF) 1,955 2,094 
Trade balance 1,058 986 
U.S. share of Irish exports (percent) 8.2 8.7 
U.S. share of Irish imports (percent) 14.5 15.0 


Principal U.S. exports (Jan-Aug 1991): office machinery and ADP equipment ($437 million); electrical machinery, 
apparatus and appliances ($224 million); power generating machinery and equipment ($170 million). 

Principal U.S. imports (Jan-Aug 1991): chemicals ($183 million); office machinery and ADP equipment ($290 
million); electrical machinery and apparatus ($107 million). 

Sources: Central Bank of Ireland, Central Statistics Office, Economic and Social Research Institute. 





SUMMARY 


Ireland has a small open economy which is heavily dependent on exports. That 
dependence was evident in 1991, as growth in exports was the primary positive factor 
leading to a 1 percent increase in real gross national product (GNP). A real increase of 
5.75 percent in exports made up for a decline in investment spending of 5 percent and 
weak consumer spending which was up only 0.5 percent. Economic recoveries in the 
United Kingdom and the United States are expected to contribute to Ireland’s slightly 
stronger GNP growth of 2.5 percent in 1991. 


Unemployment remains Ireland’s most pressing economic problem. Recession in the 
United Kingdom and, to a lesser extent, the United States added to already high 
unemployment rates, as large numbers of former emigrants returned to Ireland and joined 
the ranks of the unemployed. Demographic factors have also had a major impact on 
unemployment, as young workers continue to enter the labor force faster than the 
economy can create jobs. Unemployment reached 20.3 percent (not seasonally adjusted) 
in February 1992, and there is little prospect for any significant reduction in the numbers 
of unemployed during 1992, despite continued growth in employment. The government 
has announced two programs designed to improve the situation, both funded primarily by 
the EC’s European Social Fund. Together the programs could take 25,000 people off the 
unemployment rolls, but this is roughly the number of young people expected to enter the 
work force this year. The government has also announced the creation of a new 


parliamentary committee on employment. The committee will have a mandate to identify 
and eliminate obstacles to job creation. However, political parties have not yet reached 
agreement on the structure or the terms of reference for the committee. 


Government finances are under renewed pressure due to slower-than-expected economic 
growth, increased welfare spending, large pay increases to public sector employees, and 
the need to reduce government debt in preparation for economic and monetary union in 
the European Community. The exchequer borrowing requirement (EBR), which roughly 
approximates a budget deficit, rose slightly in 1991 to 2.1 percent of GNP. The 
government has forecast a further rise to 2.4 percent of GNP in 1992. The broader 
debt/GNP ratio is forecast to decline from 108 percent in December 1991 to 106 percent 
by the end of 1992. 


Inflation was moderate in 1991, averaging 3.2 percent for the year. A small increase is 
expected in 1992 to about 3.75 percent. Irish interest rates fell slightly during 1991, but 
remain high in real terms, due primarily to the necessity of maintaining the value of the 
Irish currency in the Exchange Rate Mechanism of the European Monetary System 
(EMS). 





The selection of a new Prime Minister and a new cabinet in February 1992 is expected 
to have little impact on basic economic policies. 


CURRENT ECONOMIC SITUATION AND TRENDS IN IRELAND 
Moderate Growth in 1991 Led by Exports 


Ireland posted real GNP growth of 1 percent in 1991. Exports were the main engine of 
growth, rising by 5.75 percent during the year. The strong export performance, coupled 
with only moderate import growth of 3.1 percent, gave Ireland a record trade surplus of 
about Ir£ 2 billion. The current account surplus also rose to Ir£ 1.4 billion, or about 6 
percent of GNP. Export growth was particularly strong in sectors such as clothing and 
furniture, which are dominated by indigenous firms. Sectors which are largely 
foreign-owned (office equipment, chemicals, pharmaceuticals, etc.) turned in a mixed 
performance, with office machinery posting a decline of nearly 9 percent in value, while 
chemical exports rose by 17 percent. 


Consumer spending was weak in 1991, increasing by only 0.5 percent despite a 2 percent 
increase in real disposable income. Consumer confidence slumped due to a combination 
of domestic and international developments, which included recessionary conditions in 
the United Kingdom and the United States, a rising domestic unemployment, and lower 


tourists receipts as a result of the Gulf War. Investment spending fell by 5.5 percent in 
1991, the first decline since 1987. The slump was registered in both construction 
investment and in purchases of plant and equipment. Inflation was moderate, averaging 
3.2 percent for the year. 


The Economi look for 1992 


The Irish economy is expected to show added strength in 1992, with the Central Bank 
forecasting real GNP growth of 2.5 percent. Exports will again lead the parade with an 
estimated increase of over 8 percent. Investment and consumer spending are expected 
to rebound during 1992, to post real growth rates of 1.5 percent and 2.25 percent, 
respectively. The reduction of personal income taxes announced in the 1992 budget 


should help to spur domestic demand. Inflation is forecast to rise moderately to 3.75 
percent. 


Renewed Pr re on Government Finan 


Government finances came under renewed pressure in 1991, due, in part, to slower-than- 
expected growth. However, sharp increases in public sector pay were also a major 





contributor to a rise in the annual exchequer borrowing requirement (EBR). The EBR 
rose from about 1.9 percent in 1990, to 2.1 percent in 1991. The deficit would have 
been even higher had it not been for mid-year corrections in government spending and 
strong growth in tax receipts during the second half of the year. 


The government’s budget estimates for 1992 call for a further increase in the EBR to 2.4 
percent. The projection would have been even higher had it not been for a last minute 
agreement with public sector unions to delay implementation of some pay increases due 
to their members. While the agreement reduced the pressure on government finances in 
1992, it will compound the difficulties of the government in 1993. In addition to 
retroactive pay increases for public servants, the 1993 budget will have to deal with a one 
time loss of Ir£ 200 million in government revenue due to changes in the way EC 
countries collect value-added taxes (VAT), and further reductions in VAT and personal 
income tax rates. On the expenditure side, the government may be faced by even higher 
social welfare payments unless the current trend of rising unemployment is reversed. 


While the increase in the 1992 EBR is not large in absolute terms, it runs counter to the 
trend of recent years in which the Irish Government has successfully slashed its EBR 
from 13 percent of GNP in 1986. The policy of fiscal austerity, undertaken primarily 
to reduce the burden of growing national debt, has taken on new importance with the 
adoption of European Community plans for Economic and Monetary Union (EMU). In 
order to qualify for entry into the final phase of EMU, EC countries will have to meet 
a number of fiscal criteria, including targets for maximum government budget deficits, 
inflation, and government debt. 


National E ow 


The Program for Economic and Social Progress (PESP) was agreed by representatives 
of government, unions, employers and farmers in January 1991. PESP and a previous 
national agreement (1987-1990) are credited with providing a favorable economic climate 
for the strong growth in Irish GNP since 1987. The PESP set agreed objectives for 
macroeconomic performance, tax policy, employment creation, national wage increases, 
and a number of social policies. Of critical importance to unions and employers are the 
moderate pay elements of the PESP and the promise of industrial peace. 


The PESP weathered a number of crises in its first year, including a two-week strike at 
the state-owned electricity monopoly and threatened industrial action by public service 
unions. Although both crises were eventually resolved through negotiation, they have 
undermined the credibility of the PESP and its consensus approach to economic policy 
and industrial relations. 





The Coalition G 


The coalition government, formed between the small Progressive Democrats party and 
the much larger Fianna Fail party in June 1989, continues to function effectively on 
economic issues. Albert Reynolds, formerly Finance Minister in the government, was 
selected as leader of the Fianna Fail party and Prime Minister in February 1992, 
replacing Charles Haughey. Although there were significant changes in the composition 


of the cabinet, little substantive change is expected in the government’s economic 
policies. 


Among the objectives set by the coalition partners are: a) reduction of the EBR to 1.5 
percent of GNP in 1993, b) reduction of the debt/GNP ratio to 100 percent, and c) 
establishment of two personal income tax rates at 25 and 44 percent. Budget pressures 
in 1991 and 1992 have called into question the government’s ability to achieve its targets 
with regard to government borrowing and the debt/GNP ratio. However, the government 
did move closer to its tax rate goal by announcing in the 1992 budget a reduction in 
personal tax rates to 27 percent for the standard rate and 48 percent for a single higher 
rate. The budget also estimated a fall in the debt/GNP ratio to 106 percent at the end of 
1992, compared with 108 percent at the end of 1991. 


loyment, Ireland’s Gr h 


Unemployment rose significantly in 1991 and early 1992, reaching a record 278,400 in 
February (about 20 percent, not seasonally adjusted), up from 241,000 at the beginning 
of 1991. High unemployment has been a feature of the Irish economy for the past 
decade, due in large part to a rapidly increasing work force. Even during periods of 
strong growth, the Irish economy has been unable to keep pace with the large numbers 
(20,000 - 25,000 annually) of young people entering the work force. In 1991, the 
unemployment problem was further aggravated by the return to Ireland of large numbers 
of former emigrants unable to find jobs abroad. 


In response to the problem, the Irish Government has developed an employment subsidy 
program and a new training program which, taken together, could take 25,000 people off 
the unemployment rolls. Both programs are being funded primarily by the EC’s 
European Social Fund (ESF). The employment subsidy program, which could provide 
work for up to 10,000 will be jointly funded by the ESF (75 percent) and the private 
sector (25 percent). The training program is expected to offer placement to 15,000 
people for on-the-job training with private companies. It is entirely funded by the ESF. 
While these programs may have a favorable impact on the country’s unemployment 
problems, the number of positions available is roughly equal to the number of young 
people expected to enter the work force this year. 
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A number of studies have identified other factors which may contribute to high 
unemployment in Ireland, including government incentives to capital intensive industries, 
inflexible wage levels, and a tax system which hinders employment growth. The 
government hopes to address these and other barriers to employment in a new 
parliamentary committee announced in March 1992 by the Prime Minister. However, 


the political parties have not yet reached agreement on the structure or the terms of 
reference for the committee. 


xchange Rate Poli 


The primary focus of Irish monetary and exchange rate policy is to maintain a strong and 
stable currency in the European Monetary System (EMS). The Irish Pound appreciated 
against the Dollar during the second half of 1991. The Pound has weakened in the early 
months of 1992 and is expected to decline further against the Dollar as economic 
recovery takes hold in the United States and as European interest rates begin to decline. 


Foreign Investment in Ireland 


The Irish Government welcomes foreign investment and offers a number of investment 
incentives to foreign companies, including a 10 percent corporate tax rate for qualifying 
industries guaranteed through the year 2010. Fifty three foreign companies announced 
new investments in Ireland in 1991. Twenty four of them were U.S. companies, with 


investments estimated at more than $200 million. 
Energy 


In recent years, Ireland has made progress in shifting from oil to coal for its electrical 
generation. In addition, indigenous supplies of natural gas are increasingly popular for 
residential and industrial uses. There are two producing natural gas fields off the southern 
coast of Ireland near the city of Cork. Natural gas supply will be further assured by the 
completion in 1993 of an interconnecting pipeline between Ireland and the United 
Kingdom. Despite the progress in using indigenous sources of energy, Ireland was still 
dependent on imported energy sources for 69 percent of its consumption in 1990. In that 
year, oil accounted for 46.7 percent of primary energy consumption, followed by coal 


at 22.2 percent, peat at 14.8 percent, natural gas at 15.6 percent, and hydro/geothermal 
energy at 0.7 percent. 


Ireland and the European Community 


Ireland joined the European Community (EC) in 1973 and is a full participant in efforts 
to create a single European market. The majority of measures proposed for completion 
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of an integrated EC market will be in place by the end of 1992, greatly reducing trade 
and investment barriers within the Community. The Irish Government has also supported 
the development of Economic and Monetary Union (EMU) in the EC context, but it has 
consistently pointed out the special needs and problems which EMU may pose for 
peripheral and less developed regions such as Ireland. In recognition of these potential 
problems, the EC has agreed to provide additional resource transfers to Ireland and other 
less developed regions. 


Ireland already benefits considerably from EC policies in agriculture and regional 
development. In 1991, tranfers to Ireland from the EC’s Common Agricultural Policy 
(CAP) were equivalent to almost 5.8 percent of GNP. Agricultural production accounts 
for about 9 percent of GNP, much of which is exported with the support of EC subsidies. 
Consequently, Ireland has been critical of many aspects of proposals put forward by the 
EC Commission to reform the CAP and cut supports to farmers. For the same reasons, 
Ireland has generally opposed efforts in the Uruguay Round negotiations to significantly 
reduce EC export subsidies. 


Ireland’s per capita GDP was 68.9 percent of the EC average in 1991. As a less 
developed region of the EC, Ireland also has benefitted from substantial assistance from 
the Community’s structural funds. For the period 1988-1993, the EC has allotted almost 
Ir£ 3 billion in aid for Ireland. By early 1992, about 85 percent of that amount had been 
drawn down. Proposals by the EC Commission for the next five-year budget period, 
1994-1998, indicate that development assistance to Ireland could rise to Ir£ 6 billion. 


IMPLICATIONS FOR THE UNITED STATES 


The United States and Ireland enjoy good economic and commercial relations. The large 
number of U.S. companies with operations in Ireland and the small, but growing, number 
of Irish companies with U.S. investments, ensure growth in bilateral trade. In 1991, 
U.S. exports to Ireland (on an fas basis) amounted to $3.1 billion, up about 7 percent on 
1990 figures. Irish exports to the United States (on a cif basis) grew by almost 12 
percent to $2.1 billion. The United States has traditionally had a trade surplus with 
Ireland, due primarily to purchases of U.S.-origin raw materials and intermediate goods 
by U.S. subsidiaries in Ireland and substantial trade in agricultural products. In 1991, 
the United States trade surplus was $1.0 billion compared with $1.1 billion in 1990. 
Given the generally favorable outlook for the Irish economy and, in particular, the 
operations of U.S. subsidiaries in Ireland, U.S. exports should continue to grow in 1992, 
providing excellent marketing opportunities for American suppliers and manufacturers. 


U.S. companies have established 357 subsidiaries in Ireland spanning a range of activities 
from manufacturing of high-technology electronics, computer devices, medical supplies, 
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and pharmaceuticals, to retailing and services. The Irish Government actively seeks U.S. 
companies to invest and develop the economy. According to Department of Commerce 
Statistics, the annual return on U.S. investment is among the highest in the world. 
Ireland’s main appeal is seen in terms of tax advantages offered by the state-sponsored 
Industrial Development Authority (IDA), a good location within the EC, and a large, 
well-educated labor pool. In addition to greenfield investment, the IDA is involved with 
joint ventures and licensing arrangements between American and Irish companies. 


BEST PROSPECTS 


U.S. exports to Ireland increased by 3 percent in 1991 to $3.1 billion. Thus, the United 
States has a 15 percent share of Ireland’s import market. The principal U.S. exports to 
Ireland are electronic components, computers and peripherals, drugs, and 


pharmaceuticals. Export opportunities for U.S. products and services exist in a wide 
range of Irish industries such as: 


ELECTRONIC COMPONENTS: Electronics is the largest manufacturing industry in 
Ireland. The presence of 13 major international computer manufacturing firms creates 
a lucrative electronic components market. This market is valued at $2.4 billion with 
annual growth over the next three years projected to be 4 percent. There is a high level 
of receptivity for U.S. products, valued at $530 million in 1991. Most promising market 
subsectors include integrated circuits, disk drives, printed circuit boards, and 
semiconductors. 


COMPUTERS AND PERIPHERALS: The Irish computers and peripherals market is 
very mature. Total market demand is currently estimated at $936 million with U.S. 
brands holding a substantial share. Projected annual growth over the next three years is 
4 percent. Most promising market subsectors include peripherals, accessories and parts, 
complete systems, laptops, and notebooks. 


TRAVEL AND TOURISM SERVICES: The United States, as the most popular holiday 
destination among Irish tourists, accounts for 25 percent of the $1.1 billion Irish travel 
and tourism market. More than 165,000 Irish visit the United States annually and spend 
over one-third of all Irish tourists’ foreign holiday expenditure. Ireland has a very active 
Visit U.S.A. committee founded in 1990. 


DRUGS AND PHARMACEUTICALS: The Irish pharmaceuticals market is valued at 
$489 million. Projected average annual growth over the next three years is 15 percent. 
Local manufacturing is principally research and development based with most firms 
producing branded drugs. Gross output is in the region of $840 million, of which 
approximately 97 percent is exported. 





INDUSTRIAL CHEMICALS: The Irish industrial chemicals market, valued at $1.3 
billion, continues to experience excellent growth. The industry is export oriented with 
exports exceeding imports by 300 percent. This international outlook is due, in part, to 
the presence of international manufacturers, including U.S. firms producing for the large 
Europe market. The United States also has a 21 percent share of the import market. 
Ireland offers U.S. industrial chemical manufacturers an attractive location for penetrating 
EC markets. 


AIRCRAFT AND PARTS: The Irish airmotive market, valued at $352 million, is 
forecast to grow annually by 6 percent over the next three years. This favorable market 
environment is due to three major investments in the Irish aerospace industry: Shannon 
Aerospace’s $35 million European aircraft overhaul and maintenance facility, Aer Lingus 
TEAM’s $61 million maintenance engineering operation, and PWA International’s $42 
million engine overhaul facility. 


BUILDING PRODUCTS: Irish construction activity experienced a downturn in 1991. 
However, 1992 should see a small upswing in construction output. Total demand for 
building products is about $2.1 billion with annual growth forecast at 3 percent through 
1993. Imports hold about 50 percent of total market demand because local production 
is concentrated in specific areas. U.S. products have consistently been the fifth largest 
supplier to this market. Promising market subsectors include electrical products, wood 
and lumber, boards and panels, paints and varnishes, floor and wall coverings, carpentry 


and joinery, and heating products. 


CONSTRUCTION EQUIPMENT: The construction equipment market is valued at $147 
million. Projected average annual growth for the next three years is 15 percent. Growth 
is dependent on the EC Structural Funds Program, which enables the provision of new 
or improved physical infrastructure. By 1993, the Irish Government will have spent 
about $2 billion in five years on strengthening Ireland’s transport infrastructure alone, 
with the EC providing $866 million. A new EC Structural Funds Program through 1997 
should be ratified in 1992. Opportunities exist for excavating machinery and construction 
vehicles. 


MEDICAL EQUIPMENT: The medical equipment market, estimated at $131 million, 
is forecast to have annual growth of 5 percent over the next three years. Imports actually 
exceed demand as Ireland is used as a distribution point for EC countries. The United 
States dominates the import market with a 38 percent share. Distributors are always 
interested in new and innovative products. Most promising market subsectors include 
medical instruments, disposable medical products, and medical and hospital appliances. 


TELECOMMUNICATIONS: The telecommunications market is valued at $274 million 
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with projected average annual growth of 10 percent over the next three years. The Irish 
telecommunications network is controlled by the State telecommunications body, Telecom 
Eireann. Since July 1990, the supply of terminal equipment is deregulated. The current 
level of digitalization is 70 percent, the bulk of which is concentrated in the eastern 
region. Continued investment in the telecommunications system is necessary, particularly 
in the area of fiber optics. 


HOUSEHOLD CONSUMER GOODS: The Irish household consumer goods market, 
valued at $439 million, parallels growth in consumer spending, 3 percent in 1992. 
Import growth is forecast to be double market growth in the short term because of a 
decline in domestic production. Since 1988, imports have increased their market share 
to 47 percent. U.S. products have a 5 percent share of the import market. Most 
promising market subsectors include domestic electrical appliances, plastic housewares, 
hand tools, metallic cookware, and lawn mowers. 


FINANCIAL SERVICES: The Irish financial services market, valued at $104 billion, 
is comprised of five major segments: banking, insurance, international financial services, 
pension funds, and investments. The banking and insurance sectors are slowly becoming 
deregulated. The Dublin International Financial Services Center offers U.S. companies 
the opportunity to establish an EC financial base in advance of 1992.. At present, 196 
projects have been granted a license to operate in the Center. U.S. companies account 
for 16 percent of these projects. 


INDUSTRIAL PROCESS CONTROLS: Process control instrumentation is an integral 
element of Irish manufacturing processes. The market is currently estimated at $195 
million with a projected average annual growth of 3 percent over the next three years. 
Promising market subsectors include programmable logic controllers and software, 
control valve systems, pressure gauges, and thermostats. 


AIR CONDITIONING AND REFRIGERATION EQUIPMENT: The Irish air 
conditioning and refrigeration market, valued at $180 million, is projected to have an 
annual growth of 15 percent over the next three years. The industry is export oriented 
with annual exports of $250 million. U.S. manufacturers have a strong presence in the 
air conditioning subsector. Opportunities exist for U.S. suppliers seeking to establish a 
European presence prior to 1992. 


COMPUTER SOFTWARE AND SERVICES: The Irish software market is valued at 
$148 million. Projected annual growth over the next three years is 30 percent. The Irish 
software industry is export oriented with export levels of $1.7 billion, 7 percent of all 
Irish exports. Substantial international investment in the local production base has enabled 
Ireland to become a significant world center for software development. The United 
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States, with 28 companies, accounts for 75 percent of this investment. Opportunities 
exist for U.S. companies seeking to establish a European presence to penetrate EC 
markets after 1992. Further export opportunities exist in a number of industries such as: 
printing and graphic arts equipment, electronics industry production and test equipment, 
food processing and packaging equipment, safety and security equipment, agricultural 
machinery and equipment, hotel and restaurant equipment, pollution control equipment, 
sporting goods, cosmetics and toiletries, toys and games, consumer electronics 


TRADE EXHIBITIONS IN IRELAND - 1992 


May 6-10 Spring Show 

Sept. 13-15 FOODPROCESS ’92 

Oct. 6-10 Building Exhibition 

Oct. 21-24 ENQUIP (Engineering/Industrial Equip.) 


American exporters and business firms with a serious business interest in exporting may 
contact the following persons to obtain additional information on exporting to Ireland: 


Gene R. Harris Boyce Fitzpatrick 

Commercial Attache Ireland Desk Officer 

Foreign Commercial Service Room 3043 

American Embassy, Dublin U.S. Department of Commerce 

42 Elgin Road 14th Street & Constitution Avenue, NW 
Dublin, Ireland Washington, DC 20230 

Tel: +353-1-688-777 Tel: (202) 377-2177 

Fax: +353-1-608-469 Fax: (202) 377-2897 


| American firms interested in exporting shot | 
| Bank (NTDB). The NIDB has been desi 
__ statistics and marketing information ee } 
available for use in Commerce Depar offt : 
and is available for direct purchase by the public. For addon information call 
the NIDB Help Line: (202) 377- 1986. a 
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